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SUB J : IRAN MAKES $580 MILLION LOAN TO PAKISTAN 

REFS: A. ISLAMABAD 5873 (NOTAL) 

B. ISLAMABAD 5681 (NOTAL) 

BEGIN UNCLASSIFIED 

SUMMARY: JULY 17 GOP ANNOUNCED $580 MILLION UNTIED 
LOAN, TO MEET UNSPECIFIED DEVELOPMENT AND PAYMENTS NEEDS, 
FROM IRAN IN THREE ANNUAL INSTALLMENTS BEGINNING CURRENT 
FISCAL YEAR, WHICH WOULD BE, RESPECTIVELY, $250 MILLION, 

$180 MILLION AND $150 MILLION. CREDIT IS REPAYABLE OVER 
EIGHT- YEAR PERIOD, INCLUDING THREE- YEAR GRACE PERIOD, 
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AT 2.5 INTEREST RATE. IN ADDITION, SEVEN JOINT PAK- 
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IRANIAN PROJECTS ANNOUNCED WITH UNSPECIFIED COST. END 
SUMMARY. 

1. JULY 18 EDITION SEMI-OFFICIAL PAKISTAN TIMES CARRIED 
ARTICLE REPORTING ECONOMIC ASSISTANCE BY IRAN TO PAKISTAN. 
TEXT OF JOINT GOP-IRAN COMMUNIQUE FOLLOWS: "IN THE COURSE 
OF DISCUSSIONS HELD AT KISH ISLAND IN MARCH 1974 BETWEEN 
HIS IMPERIAL MAJESTY SHAHINSHAH AND THE PRIME MINISTER 

OF PAKISTAN, MR. ZULFIKAR ALI BHUTTO. IT WAS STATED THAT 
HIS IMPERIAL MAJESTY, THE SHAHINSHAH VIEWED WITH 
SYMPATHETIC UNDERSTANDING THE ECONOMIC DIFFICULTIES BEING 
EXPERIENCED BY PAKISTAN ON ACCOUNT OF ITS STRAINED 
EXTERNAL RESOURCES POSITION. HIS IMPERIAL MAJESTY 
EXPRESSED IRANIAN GOVERNMENT'S WILLINGNESS TO HELP 
PAKISTAN IN SURMOUNTING THESE DIFFICULTIES BY PROVIDING 
LOANS ON SPECIAL AND FRIENDLY TERMS. IN PURSANCE OF 
THE ABOVE, HIS IMPERIAL MAJESTY HAS BEEN PLEASED TO 
DIRECT THAT A LOAN OF 580 MILLION U.S. DOLLARS WOULD BE 
GIVEN TO PAKISTAN OVER A PERIOD OF THREE YEARS TO MEET 
ITS DEVELOPMENT AND PAYMENTS NEEDS. AN AGREEMENT TO THIS 
EFFECT WAS SIGNED BETWEEN THE TWO COUNTRIES ON JUNE 12, 

1974. HIS IMPERIAL MAJESTY THE SHAHINSHAH ARYAMEHR HAS 
BEEN FURTHER PLEASED TO STATE THAT IRAN WOULD BE PREPARED 
IN PRINCIPLE TO PARTICIPATE IN VENTURES ALREADY DECIDED 
BETWEEN THE TWO COUNTRIES. THESE ARE AS FOLLOWS: 

A. IN TEXTILE PLANTS IN PAKISTAN WITH A TOTAL CAPACITY 
OF 100,000 SPINDLES. B. CEMENT PLANT IN BALUCHISTAN, 

PAKISTAN, WITH A DAILY CAPACITY OF 1,000 METRIC TONS. 

C. ESTABLISHMENT OF AGRO-INDUSTRY COMPLEX IN PAKISTAN. 

D. JOINT AGRO-INDUSTRY COMPLEX FOR JUTE CULTIVATION AND 
MANUFACTURING IN IRAN. E. SYNTHETIC RUBBER PLANT AS 

A PART OF PETROCHEMICAL INDUSTRY IN IRAN. F. OIL 
EXPORT REFINERY IN IRAN. G. MEDICAL COLLEGE AND 
ENGINEERING COLLEGE IN BALUCHISTAN, PAKISTAN. ADDITIONAL 
PROJECTS FOR MUTUAL CO-OPERATION IN CEMENT, TEXTILE, 
FERTILISER AND OTHER FIELDS WILL BE DISCUSSED BY THE 
JOINT MINISTERIAL COMMISSION OF THE TWOS." 

2. ARTICLE ALSO REPORTS FOLLOWING STATEMENTS BY FINANCE 
MINISTER MUBASHIR HASAN DURING PRESS CONFERENCE TO 
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ANNOUNCE IRANIAN ECONOMIC ASSISTANCE: "THE FIRST 
INSTALMENT OF 250 MILLION DOLLARS WOULD BE DISBURSED DURING 
THE CURRENT FINANCIAL YEAR. THE SECOND INSTALMENT OF 
180 MILLION DOLLARS WOULD BE MADE AVAILABLE DURING 1975-76 
AND THE BALANCE OF 150 MILLION DOLLARS IN THE FOLLOWING 
YEAR. THE CREDIT IS REPAYABLE OVER A EIGHT YEAR PERIOD 
(INCLUDING GRACE OF THE FIRST THREE YEARS) AT AN INTEREST 
OF 2.5 PER CENT. BUT ITS GREATER USEFULNESS LIES 
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IN THE FACT THAT IT WOULD BE UNITED AND GO A CONSIDERABLE 
WAY IN EASING PAKISTAN'S STRAINED BALANCE OF PAYMENTS 
POSITION OVER THE NEXT THREE YEARS. FOLLOWING A STEEP 
RISE IN THE PRICES OF SOME OF PAKISTAN'S ESSENTIAL 
IMPORTS, ITS FOREIGN EXCHANGE BUDGET FOR THE CURRENT 
FINANCIAL YEAR IS TO RISE TO OVER TWO BILLION DOLLARS 
COMPARED TO 1:3 BILLION DOLLARS IN 1972-73. OF THIS. 

IMPORTED PETROLEUM PRODUCTS ALONE ACCOUNT FOR NEARLY 
400 MILLION DOLLARS - AN INCREASE OF OVER 165 MILLION 
DOLLARS OVER THE LAST FINANCIAL YEAR AND AN ALMOST 
FOUR-FOLD JUMP OVER THAT OF 1972-73." 

3. IN ANSWER TO A QUESTION ABOUT PROGRESS ON THE JOINT 
PROJECTS, DR. HASAN REPLIED THAT FEASIBILITY STUDIES 
WERE IN PROGRESS. END UNCLASSIFIED 

BEGIN LIMITED OFFICIAL USE 

COMMENT: DR. HASAN'S ESTIMATE OF PETROLEUM IMPORTS OF 
"NEARLY $400 MILLION" IS PROBABLY SOMEWHAT OVERSTATED AS 
THE OFFICIAL GOP ESTIMATE IS ONLY $385 MILLION. IN 
ADDITION, PAKISTAN SHOULD EXPORT SURPLUS REFINED PRODUCT 
OF APPROXIMATELY $40 MILLION VALUE. HR. HASAN'S ESTIMATE 
OF FY IMPORTS OF "OVER $2 BILLION" IN FY 74/75 IS 
ALSO PROBABLY OVERSTATED. THE GOP ESTIMATE OF IMPORTS 
AT THE MAY CONSORTIUM MEETING WAS ONLY $1.7 BI T .L ION. 

ON JUNE N 10, DR. KHALID IKRAM, CHIEF, INTERNATIONAL 
ECONOMIC SECTION MINISTRY OF FINANCE, AND GOP BALANCE-OF- 
PAYMENT EXPERT, TOLD EMBOFF (SEE REFS A & B) THAT $1.7 
BILLION FIGURE WAS ARBITRARILY SELECTED AS A COMPROMISE 
BETWEEN HIGH AND LOW ESTIMATES AND THAT HE KNEW OF NO 
DEVELOPMENTS WHICH WOULD CHANGE ORIGINAL ESTIMATES. 
IMPORTS COULD CONCEIVABLY EXCEED $2 BILLION LEVEL IF 
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UNRESTRAINED BY GOP BUT SUCH IS UNLIKELY. END COMMENT. 
BYROADE 
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